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CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-BANK) 

 

STAFF REPORT 

 
SUMMARY 
 
Staff recommends the Board approve a two-year extension to the term of the contract 
between the I-Bank and Bond Logistix LLC (BLX) for arbitrage compliance services 
related to the Infrastructure State Revolving Fund (ISRF) Program and the State School 
Fund Apportionment Lease Revenue Bond (SSFB) Program.  A sufficient amount 
remains encumbered by the contract to cover the costs anticipated to be incurred during 
the proposed extension, and no funding augmentation is requested. 
 
BACKGROUND 
 
Original Contract.  The I-Bank Board approved a contract between BLX and the I-Bank 
on November 20, 2007 (BLX Contract).  The BLX Contract, in the amount of $47,450, 
was entered into, effective on March, 2008 and will expire on February 28, 2011.  To 
date, $30,200.00 remains unexpended under this contract.  See Attachment A for the 
staff report dated November 20, 2007, and Resolution No. 07-34 for a further description 
of the need for services and scope of work.   
 
The following chart identifies the BLX Contract scope of work as it pertains to rebate 
analysis reports, and the current status of those reports: 
 

Scope of Work re: Arbitrage Reports Status 

 
BLX is to perform arbitrage rebate analysis reports 
as requested for the following series of ISRF and 
SSFB Bonds

1
: 

 ISRF 2004 

 ISRF 2005 

 ISRF 2008 

 State School 2005 Series A 

 State School 2005 Series B 

 State School 2008 

 State Schools 2010 

 
9 reports have been completed to date. 
 
The IRS-required fifth year arbitrage calculation 
for ISRF Series 2005 Bonds is currently in 
progress. 
 
I-Bank staff anticipate requiring seven annual 
reports in each year of 2011 and 2012. 

  
  

 
All work performed to date by BLX as authorized by the BLX Contract has been 
satisfactory. 
 

                                            
1
 At the commencement of the BLX Contract, the I-Bank had issued five series of bonds that required 

rebate analysis services.  As of the date of this report, one of those series was refunded, and two additional 
series of bonds have been issued, resulting in seven series of bonds that require rebate analysis services.  
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Proposed Extension of the BLX Contract.  The United States Internal Revenue Code 
(Code) regulates the timing and manner of calculating arbitrage rebate liability for all tax-
exempt bonds.  The Code requires that arbitrage rebate analysis and calculation be 
conducted, at a minimum, every five years from the date of issuance and that any amount 
required by federal law to be rebated to the Internal Revenue Service be paid on a related 
five year schedule.  In addition to the required fifth year arbitrage rebate liability analysis 
and report, it has been I-Bank’s general practice to have BLX conduct an interim arbitrage 
rebate analysis  in order to provide adequate planning to ensure that funds are timely set 
aside to meet the I-Bank’s rebate obligation should that be necessary.  To date, BLX has 
not identified any rebate liability due on any of the bonds mentioned above. 
 
During the past six months, the I-Bank staff undertook a review of the I-Bank’s arbitrage 
rebate compliance practices to gauge the appropriate administration of BLX’s contract, 
ensure the appropriate funding of any rebate liability owed to the IRS, and to determine 
whether or not to extend the BLX contract or conduct a new request for qualifications 
process to select a new arbitrage rebate liability consultant.  As part of that process, I-
Bank staff consulted with large state and national issuers, including the California State 
Treasurer’s Office.  I-Bank staff found that it is common practice among bond issuers to 
procure yearly interim arbitrage rebate analyses in addition to the mandatory five year 
reports, and to contract for rebate analysis services for at least a five-year period, in order 
to obtain continuity of service over a five year reporting and rebate cycle.   
 
BLX and I-Bank staff have determined that there is sufficient funding in the contract to 
cover costs for the anticipated scope of work to be performed over the next two years, in 
the event the BLX Contract is extended.  For this reason, no contract funding 
augmentation or other contract amendment is deemed necessary. 
 
Near the end of the extended BLX contract term, staff anticipates conducting a request 
for qualifications process for arbitrage compliance services, and making an arbitrage 
rebate consultant selection and contract recommendation to the Board at that time. 
 
RECOMMENDATION  
 
Staff recommends approval of Resolution 11-02 authorizing an extension of the term of 
the arbitrage compliance services contract (07-0001-B) with Bond Logistix LLC for two 
years, until February 28, 2013. 
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